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SUBJECT: EXXON CONCERN ABOUT JAMAICA 

REFERENCE: CARACAS 2656 

1 . THE PROBLEM CONFRONTING EXXON REGARDING THE DIFFICULTY 
OF GETTING ITS JAMAICAN FUNDS RELEASES IS NOT UNIQUE. 
INTERNATIONAL AIRLINES AND PRIVATE CREDITORS GENERALLY 
FACE A SIMILAR PROBLEM AT THIS TIME. 

2. THE FACT IS THAT JAMAICA FACES A DESPERATE FOREIGN 
EXCHANGE SITUATION. ITS OVERALL BALANCE OF PAYMENTS 
DEFICIT WAS US$74 MILLION IN 1975, $265 MILLION IN 1976 
AND $43 MILLION IN 1977. WHILE THE 1977 BALANCE OF 

PAYMENTS PERFORMANCE REPRESENTS A SUBSTANTIAL IMPROVEMENT 
OVER THE CRISIS SITUATION OF 1976, THE COUNTRY'S FOREIGN 
EXCHANGE RESERVES DECLINED FURTHER AND ARE NOW AT AN 
ALL-TIME LOW. NET INTERNATIONAL RESERVES DECLINED 
FROM J$145 MILLION AT THE END OF 1974 TO J$72 MILLION 
IN DEC 1975. TO MINUS $170 MILLION IN DEC 1976 AND 
TO A MINUS J$ 1 85 MILLION IN DEC 1977. 
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3. A NUMBER OF FACTORS ARE RESPONSIBLE FOR JAMAICA'S 
PREDICAMENT. THESE INCLUDE THE IMPACT OF OIL PRICES 
ON IMPORTS, THE REDUCTION IN U.S. PURCHASES OF BAUXITE 
AND ALUMINA IN 1976, THE DRASTIC DECLINE IN THE PRICE 
OF SUGAR, THE DROP IN TOURISM RECEIPTS AND AN OUTFLOW 
OF PRIVATE CAPITAL IN PLACE OF THE TRADITIONAL NET 
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PRIVATE CAPITAL INFLOW WHICH PREVAILED UNTIL 1976. A 
SUCCESSION OF SUBSTANTIAL AND GROWING BUDGETARY 
DEFICITS OVER 1973-77 CONTRIBUTED TO INFLATIONARY 
PRESSURES AND TO THE INCREASING DEMAND FOR IMPORTS. 

4. GOVERNMENT MEASURES TO DEAL WITH THE PROBLEM INCLUDE 
DEVALUATION, ADOPTION OF A DUAL EXCHANGE RATE, IMPOSITION 
OF A TIGHT IMPORT LICENSING AND FOREIGN EXCHANGE CONTROL 
SYSTEM AND THE NEGOTIATION OF SUBSTANTIAL AMOUNTS OF 
FOREIGN ECONOMIC ASSISTANCE. 

5. AN IMF STAND-BY AGREEMENT FOR SDR 64 MILLION WAS 
NEGOTIATED LAST JULY BUT WAS SUSPENDED OWING TO FAILURE 
BY THE JAMAICANS TO MEET SEVERAL OF THE TARGETS AND 
GUIDELINES. A NEW AGREEMENT FOR AN EXTENDED FUND 
FACILITY IS PRESENTLY BEING NEGOTIATED AND WILL BE 
CONCLUDED VERY SHORTLY. 

6. THE U.S. GOVERNMENT HAS ANNOUNCED A US$63 MILLION 
ADDITIONAL AID PACKAGE (OVER AND ABOVE THAT WHICH WAS 
PROVIDED PREVIOUSLY). ABOUT US$70 MILLION IN LOANS HAVE 
BEEN NEGOTIATED IN RECENT MONTHS FROM PRIVATE BANKS. 
OTHER ASSISTANCE WAS OBTAINED FROM THE IBRD, THE IDB, 
CANADA, NORWAY, THE UNITED KINGDOM, HUNGARY, THE SOVIET 
UNION, AND VENEZUELA. WE ESTIMATE THAT THE TOTAL 
AMOUNT OF FOREIGN ECONOMIC ASSISTANCE (INCLUDING US) 
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AND BANK LOANS NEGOTIATED FOR DISBURSEMENT OVER THE 
PERIOD 1977-1980 -5 -7975 7 $360 MILLION. 

7. IT IS BELIEVED THAT FOLLOWING ANNOUNCEMENT OF THE 
APPROVAL OF AN IMF EXTENDED FUND FACILITY (EXPECTED IN 
APRIL OR MAY), THE SITUATION MIGHT EASE A LITTLE. AT 
PRESENT, JAMAICA IS EXTREMELY HARD-PRESSED AND IN NO 
POSITION TO RELEASE LARGE AMOUNTS OF FOREIGN EXCHANGE. 
IRVING 
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